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SOME QUESTIONS ON CO-OPERATIVES 


WHY DO WE HAVE A CO-OPERATIVE? 


A co-operative association is formed when a 
group of people, who have the same need or 
desire for the same service, decide to come 
together as a group and provide the service 
for themselves. This group is formed and op- 
erates by ‘‘co-operative principles’. These 
people form a co-operative group because 
they feel that they can provide the service 
they need better as a group or co-operative 
than they could if each person attempted to 
obtain the service on his own. 


A co-operative organization is owned by the 
people who use its services. The members 
own it together or co-operatively. Because of 
this, the co-operative tries to provide a service 
iat the lowest possible cost to its users or 
members. If it makes money providing its 
services to members, this money goes back to 
the members as a refund. This is the co- 
operative way of operating a business. 












A co-operative is the members’ business, 
and they must run it together. If the people 
Or members support the co-operative and it 
becomes successful, all the members will 
benefit by having a service they want in their 
ommunity which will react to their needs. 


HAT IS A CO-OPERATIVE? 


A co-operative can be formed to do many 
hings, which include: 


1. Providing a service where there is none 
right now. 

2. Providing the things people in a settle- 
ment want but which they cannot get in 
their settlement. 


3. Selling good quality merchandise to its 
members at the most reasonable price 
possible. 

4. Protecting the rights of the people who 
buy or sell things through their settle- 
ment co-operative. 

5. Letting the people who live in a settle- 
ment own their own business together 
or, cO-operatively. 

6. Enabling co-operative members to have 
a voice in how the co-operative business 
is run in their settlement. 


Co-operatives are a special business. If you 
support your co-operative with both your bus- 
iness and your time, then it will work. 
Whether you have a strong or weak co-opera- 
tive is decided by you, the member, every 
time you decide to shop at your co-operative 
or another store. It is all up to you!. 


WHAT ARE CO-OPERATIVES ALL ABOUT? 


Co-operative businesses have been operat- 
ing around the world for many years. In the 
south of Canada, co-operatives have been 
serving the people for more than two hundred 
years. However, co-operatives have not been 
in the Northwest Territories for such a long 
time. Our first co-operative was the Kikitaoyak 
Eskimo Co-operative in Port Burwell, which 
began business in 1959. Since then co-opera- 
tives have started all over the Northwest 
Territories and today they are in most of the 
communities. Some of the things N.W.T. co- 
operatives do include: 


- selling merchandise to their members 
- buying carvings and handicrafts from 


their members to sell in the south 

- operating motels and coffee shops 

- contracting for municipal services in the 
community 

- buying and selling fur and fish 

- operating the local post office 

- maintaining roads and air strips 


There are many other things a co-operative 
can do for you and your community. 


While co-operatives can do many different 
things, they all operate in the same way, 
following ‘‘co-operative principles’’. 


WHAT ARE THE CO-OPERATIVE 
PRINCIPLES? 


The principles are the same for all co- 
operatives. They are quite simple, but very 
important. The six co-operative principles are 
as follows: 


1. A co-operative has open membership 


This means that anyone may become a 
member of your co-operative. Generally, any- 
one who uses or benefits from a co-operative 
should become a member of the co-operative. 
Anyone who is a good and honest person is 
entitled to join a co-operative if he wants. The 
more members the co-operative has, who 
believe in and support it, the stronger it will 
be. 


For example: A dog team with two dogs is 
not a strong team; such a team cannot go 
very far or go very fast with a heavy load. 
However, a team of 6 dogs is a strong team 
and it can pull a heavy load over a longer 
distance much faster than could the two- 
dog team. A co-operative works in much 
the same way; the larger the team of 
people supporting it, the stronger and more 
successful it will be. A weak membership 


cannot take their co-operative very far! 


2. Democratic control - 
one member one vote 


Each person, who is a member of a Co- 
operative, has his or her vote on how the co- 
operative is run. All major decisions are de- 
termined as a group; no one person should 
decide what the co-operative will or will not 
do. 


For example: In building a snow house it 
takes many small blocks, each supporting 
the other to build a strong igloo that will 
shelter the people within. So it is with the 
co-operative. Each person helps to run the 
co-operative with equal say and _ together 
the people involved control it and make it a 
good business. Just as a strong igloo cannot 
be made from a few large blocks, a few 
men making all the decisions cannot make a 
strong co-operative. 


Each member has one vote in the decisions 
made by the co-operative and each person’s 
vote is equally strong. 


3. Return of savings to the members on 
the basis of patronage 


In a co-operative, if a savings has been 
made during the year, it is given back to the 
members as a refund. Each member receives 
a refund based on how much he used the co- 
Operative during the year. This is dividing up 
the surplus on the basis of patronage. 


If one person bought or sold all his goods 
through the co-operative during the year and 
another person bought or sold all of his goods 
through the Hudson’s Bay Company, it would 
not be fair to give both people the same 
patronage refund. The person who used and 
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supported the co-operative all year will re- 
ceive more than the person who only sup- 
ported the co-operative once in a while. If one 
man spent only $100 dollars in the co-op 
while another man spent $500 dollars in the 
co-op, the second man would get five times 
more as a patronage refund than would the 
first man. 


When profit is given back to the members, 
it is not always as money. Sometimes a co- 
operative needs money in order to grow or to 
provide new services to its members. When 
this happens, co-operatives often give mem- 
bers what is called share refund instead of 
money. 


A share is a portion of your co-operative 
that you own, aS a member, and it has a 
dollar value. If your co-operative gives you a 
one share refund, it means that you now own 
one part more of your co-operative. Of course, 
co-operatives often give more than one share 
as a patronage refund. Over many years you 
could end up owning a large part of your co- 
operative. When you co-operative becomes 
more successful, it may decide to buy back 
some or all of your shares for cash. The co- 
operative will also buy your shares when you 
decide to no longer belong to the co-opera- 
tive, or when you die it will be paid to your 
family. 


4. Selling at the market price: 


This principle means that co-operatives will 
sell to anyone at the normal price that other 
businesses in the settlement sell for. This way 
the co-operative is sure to make enough 
money to cover all its operating costs and still 
be able to offer its members the goods and 
services they need at a fair price, and give a 
refund if there is a profit. 


For example: 


Co-op 

1st purchase $ 40.00 
2nd purchase 60.00 
Total cost 100.00 
Patronage refund 5.00 
End of year co-op price $ 95.00 
Hudson Bay Co. 

1st purchase $ 40.00 
2nd purchase 60.00 
Total cost 100.00 
Patronage refund nil 
End of year H.B.C. price $100.00 


The example above, shows that a person 
can buy the same amount of goods or serv- 
ices from the co-op or the Bay. However, if 
the co-op declares a patronage refund, it 
really cost the co-operative member less to 
buy his goods from the co-operative. Even 
though he paid the same price in the co- 
Operative for his goods as he would have 
paid in the Bay, the co-operative refund re- 
duced the amount it cost him for his goods 
for the whole year. Of course, this is only 
true if the co-operative made enough money 
to declare a dividend at the end of the 
year. A co-operative will only be successful 
if it gets your continued support throughout 
the year. 


5. Co-operative education 


A co-operative should try to tell its mem- 
bers what a co-op is and how it operates. It is 
important that the members understand this 
so that they are able to make wise decisions 
when requested to do so at meetings, and so 
they can tell their friends and neighbours 
about co-operatives and encourage their sup- 
port. 


This booklet is a type of co-operative edu- 
sation. Some ways that co-operatives can edu- 
sate their members are through public meet- 
ings, newsletters and showing co-op films. 
Perhaps there is something your co-operative 
san do to tell members about their co-opera- 
tive and how it operates. 


6. Co-operation among co-operatives 


‘*Co-operatives should help one another.’’ If 
all co-operatives work together, they will be 
stronger than if each one is independent of 
he other. The co-operatives in the N.W.T. 
ave shown the desire to work together by 
heir participation in such organizations as the 
Sanadian Arctic Co-operative Federation and 
fhe Canadian Arctic Producers. 


in summary, the principles by which all co- 
)peratives operate are as follows: 


Open Membership. 

Democratic control. 

Return of savings on the basis of pa- 
tronage. 

Selling at the market price. 
Co-operative education. 

Co-operation among co-operatives. 





dies arlene 


Does your co-operative operate this way? 


OW IS A CO-OPERATIVE ORGANIZED? 


A co-operative is made up of three parts, 
he Members, the Board of Directors and the 

anager. Each part is important to the op- 
2ration of a successful co-operative and each 
dart has a special role to play. 


THE MEMBERS, THE DIRECTORS 
AND THE MANAGER 


1. THE MEMBERS: 


The members are really the co-operative. 
They are the reason a co-operative is set up 
in the first place. It is the members who own, 
use and control the co-operative. Since it is 
their own business, it is very important that 
they look after it. If you do not look after a 
rifle and clean it regularly, it will break down. 
So it is with a co-operative. Unless the mem- 
bers who own the co-operative take an active 
interest in their business and look after it 
regularly, the co-operative will not work. 


Members should make every effort to 
attend the annual members meeting and all 
the special meetings called by the co-opera- 
tive. This is the time when the members have 
their say in how their co-operative is run. The 
annual meeting is also the time to elect the 
Board of Diréctors. 


Sometimes members feel that the co-opera- 
tive belongs to the Manager or the Board of 
Directors or even the Government. This is not 
true. The Manager, the Board of Directors 
and the Government should be working for 
the members and if you feel they are not 
working for the members, you should tell 
them so. If you discuss the problem with 
them honestly, they should correct any pro- 
blems. 


2. THE DIRECTORS: 


In a co-operative the members cannot get 
together every time a decision needs to be 
made. To solve this problem, members elect a 
Board of Directors. The Board of Directors are 
the representatives of all the members. They 







Figure one 





The 
Board of 
Directors 


The Manager 
The Members 


Figure three 





Figure two 










we ie 
The Co-operative 





The Board of 
Directors 


The Manager 


The Members 





Figure one, as shown above, shows that 
there are 3 pieces to a co-operative. Only by 
joining the parts together and working as a 
team is there a complete co-operative organi- 
zation, as shown in figure two. Each has a 
role to play in the co-operative, but these 
roles should not be independent of each 
other. One part cannot dominate the other or 
take on a larger role than intended. 


If you look at figure three, you can see that 
when management has taken on a larger role 
than it should there is not a complete co- 
operative. Management cannot fit in with the 
Board and the membership to make a co- 
operative organization. All three should fit to- 
gether perfectly, as in figure two, to form a 
strong and complete co-operative. 





are elected by the members at the annual 
meeting. It is the Board of Directors who are 
responsible for making sure that the co-opera- 
tive is run in the best way possible, within 
the laws established by the Government of 
the N.W.T. These laws are the Co-operative 
Associations Ordinance and Standard Bylaws. 


It is advisable that the people chosen as 
directors do not own or work for any other 
business in the settlement which may be 
competing with the co-operative for business. 
It is not wise to always let competitors know 
what you are planning to do in your co-opera- 
tive. You want the best people available as 
directors; people who will do a good job and 
not use the co-operative only for their own 
benefit. 


The Board of Directors of a co-operative 
usually consists of either six, nine, or twelve 
directors. The number of directors is decided 
by the co-operative, but in no case can the 
number of directors be less than three. The 
members elect the directors and it is the di- 
rectors who decide among themselves, at their’ 
first board meeting, who will be President, 
Vice-President, or Secretary and Treasurer. 


The Board of Directors have the right to 
make decisions affecting the co-operative only 
when they are holding meetings. Individual 
members, except for the President, cannot 
make decisions when the other directors are 
not present, Even then, they can only make 
decisions if it is at a properly called Board of 
Directors meeting. The President, or if the 
President is away then the Vice-President, re- 
presents the Board of Directors at all other 
times. He can act on his own when there is 
no directors meeting; however, if he must 
make a decision outside of a board meeting, 


he should have this decision discussed and 
agreed to by the other directors at the next 
meeting of the Board of Directors. However, 
it is not the President’s responsibility to op- 
erate the co-operative. The President should 
work closely with the manager on those mat- 
ters which require special attention or consul- 
tation. 


The Board of Directors represent the in- 
terests of the members. They are also the 
bridge or contact people between the mem- 
bers and the manager. The directors are the 
ones the members and manager can bring 
their problems to for discussion. This way the 
problems of the co-operative can be discussed 
and a way agreed to solve these problems. 


It is also the duty of the directors to tell 
members what is going on in the co-operative, 
so that the members feel that the co-operative 
is their business. In order to be able to do 
this, it is important that the directors attend 
the directors meetings. Unless the Board of 
Directors know what is going on in the co- 
operative they cannot advise members and 
they cannot make wise decisions. 


Being a director is an important responsi- 
bility. Some of the things the directors do are 
as follows: 

1. Supervise the co-operative to see that it 

is running right. 


2. Approve applications for membership in 
the co-operative. 

3. Transfer shares or membership in the 
co-operative. 

4. Define the duties and fix the salary of 
the manager and employees of the co- 
operative. 

5. Ensure that the proper employees of 


the co-operative are bonded as required 
by law. 


6. Make sure financial statements are 
made for the co-operative so that the 
members know how their business is 
doing. 

7. Inform the members about what is 
going on in the co-operative. 

8. Supervise any credit granted by the co- 
operative to make sure the members 
are paying the co-operative back and to 
make sure that the co-operative does 
not give out more credit than it can 
afford. 


lt is important that sound guidance and ad- 
vice be given to the co-operative if there is to 
be a strong co-operative business. It is the 
directors, who represent the members, who 
must give this sound guidance and advice. 
Many co-operatives have gone out of business 
because the directors have not given the 
advice they should have or made the decisions 
required by the co-operative. The directors 
should make every effort to see that the co- 
operative runs as the members want, and that 
it is given all the help it needs to be success- 
ful. If the Board of Directors need advice 
when making a decision, they should not hesi- 
tate to ask for advice. However, even when 
advice is given, the Board of Directors must 
make the final decision on behalf of the co- 
Operative. It is important to consider a per- 
son’s ability to make decisions when choosing 
your Board of Directors. 


3. THE MANAGER: 


Good management is important in order to 
develop a co-operative business. It is the 
manager who is responsible for the day-to-day 
operation of the business, and all the co-oper- 
ative’s employees work under his direction. 
The manager should prepare monthly reports 
for the Board of Directors, telling the Board 


how the business is going. A knowledgeable 
person is needed to do these things properly. 


A manager must also be able to look after a 
bookkeeping system and be able to buy and 
sell goods. If the co-operative is to be suc- 
cessful, it must be able to keep track of its 
business with its customers, suppliers, and its 
costs of doing business. Proper bookkeeping 
is very important and if your manager does 
not know how to keep records, you should 
hire someone on a full or part time basis to 
do this job. If you do not have a good book- 
keeping system your manager cannot give the 
Board of Directors the information they need 
to make proper decisions. 


Your manager should know about co-opera- 
tives and agree to the co-operative way of 
doing business. 


Your manager is hired by the Board of Di- 
rectors to run the business for the co-opera- 
tive members. If your co-operative sells gro- 
ceries and hardware, the manager will try to 
sell these goods and make a savings and then 
the co-operative will give the savings back to 
the members as patronage refunds. It is also 
his job to control credit to members so that 
the co-operative does not have a lot of money 
owed to it by the members. You should 
support him when he does this task. If you do 
not, and he sells his goods at a loss, your co- 
Operative will go into debt. If your co-opera- 
tive goes too far into debt, it will eventually 
go out of business. | 


The manager is the final part in a good co- 
operative. He runs the co-operative along with 
the Board of Directors for the benefit of the 
members. They must be able to rely on the 
full support and loyalty of the members. 























Together you are a team pulling together to 
build a strong co-operative. 


HOW ARE CO-OPERATIVES FINANCED? 


Another matter to consider is how a co- 
operative is financed or, in other words, 
where a co-operative gets the money to begin 
its business and keep it operating. 


A co-operative needs money for many rea- 
sons. The following are only some purposes: 


1. To get a building. 


The co-operative may need money for a 
building. Quite often in the N.W.T. there are 
buildings available in the community which 
he co-operative can get for nothing. Some- 
times however, a suitable building is not 
available and one must be bought or built for 
he store and warehouse needs. 


2. Fix the building up. 


Money may be needed to remodel an ex- 
isting building. You may have to. build 
helves, paint the store and install suitable 
lighting. 


3. Equipment and supplies. 


A store usually needs equipment such as a 
ash register, desks, safe, tables, a deep 


nyeeded no matter how small a co-operative is 
dlanned. 


4. Inventory. 


You must have goods to sell in the co- 
dperative. In the north this requires an even 
arger amount of money than is normal in 
Outhern co-operatives due to the common 
ractice of resupply during the summer. 


‘reeze and other things. Some equipment is, 


5. Working capital. 


Working capital is the money used to run 
the business. For example, money is needed 
for salaries and to pay off monthly expenses. 
There is always money tied up in inventory as 
you will never sell everything in the store. 
Letting people charge goods in the store also 
ties up money. Money is spent when carvings 
are shipped to Canadian Arctic Producers. All 
the money which is used by the co-operative 
to operate its business from day-to-day is 
called working capital or money working in 
the co-operative. 


6. Expansion. 


Once you set up the co-operative and if it is 
successful, you may want to grow larger. This 
also takes money as you may need more 
buildings, equipment, inventory, etc. 


Getting money can sometimes be a problem 
if you do not know where to go. A co-opera- 
tive can get money from: 


1. Membership shares 

2. Government loans and grants 
3. Supplier credit 

4. Patronage refunds 
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MEMBERSHIP SHARES 


When a co-operative is first set up, it is 
decided how much money a member must put 
into the co-operative in order to be a member. 
This money goes into shares. A share repre- 
sents a part of the co-operative bought by the 
member. For example: if the membership re- 
quirement in your co-operative is that each 
member buys one $10.00 share and if you 
have 200 members in the co-operative, then 
the co-operative has $2,000 to start business: 
but unless the co-operative is very small, that 
will not be enough for it to operate well. 
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2. GOVERNMENT LOANS AND GRANTS 


A] LOANS 


The Government of the N.W.T. has given 
many co-operatives in the Territories loans. If 
the co-operative has a good reason for need- 
ing money and it is felt that this money can 
help all the people in the settlement, a loan 
can be requested. This money is a loan and 
must be paid back with interest. Before a co- 
operative asks for a loan, a lot of thought 
should be given to the need for the money. A 
loan puts the co-operative in debt, and if you 
cannot make your payments, it will hurt the 
co-operative. Before you take out a loan, you 
should be sure that your co-operative can pay 
it back. However, if you use a loan wisely, it 
can benefit your co-operative. 


B] GRANTS 


The Government of the N.W.T. under spe- 
cial circumstances helps co-operatives by giv- 
ing them grants for buildings, materials for 
craft production, subsidies for managers and 
other needs. This assistance is given only to 
co-operatives which need help, and it is not 
given to help a co-operative which is already 
making money. If you need help for a little 
while, the Government may be able to help 
you. 


3. SUPPLIER CREDIT 


The people who sell their merchandise to 
your co-operative, so that your co-operative 
can sell these goods to its members, usually 
give the co-operative time to pay its bills. 
This way of doing business is called supplier 
credit. In the Territories the length of time to 
pay could range from 30 days for small orders 
to one year for the annual resupply. When 
the suppliers, or people who sell you mer- 
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chandise, do this, what they are actually 
doing is lending your co-operative their 
money. These suppliers have had to spend 
their money in order to buy the merchandise 
they send to your co-operative. 


When suppliers lend you their money in the 
form of credit, they charge you interest on 
this money. Interest is an extra charge added 
to your bill for lending you money, because 
when a supplier lends you his money he can- 
not buy more merchandise with the money 
you owe him. He makes up for losing the 
sales he could have made by charging you 
money for loaning you his money. The longer 
you take paying him back, the more money he 
charges you. 


Because of the large dollar amounts in- 
volved in an annual resupply, most co-opera- 
tives could not obtain their merchandise with- 
out supplier credit. They just do not have 
enough money to pay for a whole year’s 
merchandise at one time. This credit is only 
beneficial if it is used wisely. You should use 
credit only when you cannot afford to pay for 
goods right away. You should make every 
effort to pay the supplier back as soon as 
possible, so that you are charged as little in- 
terest as possible. 


4. PATRONAGE REFUNDS 


The last way co-operatives get money to 
use in the co-operative is from its own mem- 
bers. The co-operative does not ask its mem- 
bers to give it money from their own pockets. 
A co-operative can ask a member to lend his 
patronage refund and it, in turn, gives the 
member shares equal to the amount of the 
patronage refund lent to the co-operative. 
This is called giving a share dividend. The 
money is then used by the co-operative to 


grow and to provide more and better service 
to the members. 


When the co-operative becomes successful, 
it will then buy back the shares it has bor- 
rowed in exchange for money. This buying 
back of shares will not happen right away. It 
might take years to happen. However, you 
know that no matter how long it takes, your 
co-operative will eventually buy back most, if 
not all of the shares it has given to you. In 
the meantime this money is working in the 
co-operative for your benefit and helping the 
co-operative to grow and become stronger. 


If a co-operative needs money to get started 
or to expand, it should consider all the differ- 
ent ways it can get the money it needs. One 
way, Or a combination of ways, might be 
better. 


The Department of Economic Development 
or the Canadian Arctic Co-operative Federa- 
tion Limited have people who know about co- 
Operatives and who are always happy to ad- 
vise a co-operative if they are asked. Advice 
may help make decisions easier for the co- 
operative. 
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WHERE CAN | GET MORE HELP 
OR INFORMATION? 


It is impossible to answer all the questions 
you might have in one small booklet. If you 
have any questions or want more information 
contact your local Area Economic Develop- 
ment Officer. He will be very happy to 
answer any of your questions. If he cannot 
provide this information, he will tell you who 
can. Your Area Economic Development Officer 
is there to be of assistance to you. 


You can also obtain information from the 
Canadian Arctic Co-operative Federation 
Limited in Yellowknife. This organization is 
owned by Northwest Territorial Co-operatives 
and it is always pleased to provide what in- 
formation it can. If your co-operative belongs 
to the Canadian Arctic Co-operative Federa- 
tion Limited, you will be asking help from the 
people who work for you. 
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Canadian 
Arctic © Economic 
Co-operative Development 
Federation Officer 
Limited 
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CONCLUSION 


This booklet was written to help co-opera- 
tive members to understand some of the im- 
portant things about co-operatives. We hope 
you will talk it over with your fellow co-opera- 
tive members. Please discuss what you have 
read with people in your settlement. This way 
you can do your part in letting people in the 
Northwest Territories know what co-operatives 
are all about and you can encourage your 
friends and neighbours to become a part of 
your co-operative. If everyone works together, 
there will be a strong co-operative movement 
in the Northwest Territories, which will benefit 
all the people. 
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